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89t CoNGRESS } ‘HOUSE or REPRESENTATIVES -RierérT
+ 13t Session : : : No. 624

AUTHORIZING THE LOAN OF NAVAT VESSELS TO TURKEY,
CHINA,"AND THE PHILIPPINES

Jury 19, 1965.---Committed to the Committee of the Whole Iouse on the State
of the Union and ordered to be printed

Mr. Rivers, from the Committee on Armed Services, submitted the
: following

REPORT

[To accompany IL.R. 7813]

The Committee on Armed Services, to whom was relerred the bill
(H.R. 7813) to authorize the loan of naval vessels to Turkey, China,
and the Philippines, having considered the same, report favorably
thereon without amendment and recommend that the bill do pass.

PURPORE OF TIE TEGISLATION

The proposed legislation would authorize the loan of six vessels of
the destroyer and destroyer escort categories of the reserve fleet to
Turkey, China, and the Philippines. :

SUMMARY
The President desires ‘authority to loan six ships to the following
countries: .
China_____ . ___________________ 1 destroyor and 2 destroyer cscorts,
Turkey o oo e een 2 destroycrs.
Philippines_ _ . ... 1 destroyer cscort.

The destroyers that are to be loaned are of the Fletcher class (2,100
tons). The dostroyer escorts are of the Postwick class (1,590 tons).

cosT

The cost of this bill will be between $17 and $26 million, depending
upon the oxtent of overhaul and meodification performed.
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- BACKGROUND OFjSHIP LOAN PROGRAM
The law ‘ : . i

Prior to 1951, U.S. naval vessels were transferred to friendly foreign
nations under the provisions of the Mutual Assistance Defense Act of
1949, as amended. In 1951, the Congress passed Public Law 82-3
(10 U.8.C. 7307). This law, as codified, is as follows: .

RESTRICTION ON DISPOSAL, (a) Notwithstanding any other
provision of law, no battleship, aireralt catrier, cruiser, de-
stroyer, or submarine of the Navy may be sold, transferred,
or otherwise d'sposed of, unless the Chief of Naval Opera-
tions certifies that it is not essential to the defense of the
United States. ‘

(b) Without authority [rom Congress granted after March
10, 1951, no battleship, aircraft carrier, cruiser, destroyer, or
submadrine that has not been stricken [rom the Naval Vessel
Register under section 7304 of this title, nor any interest of
the United States in such a vessel, may be sold, transferred,
or otherwise disposed of under any law. |

Since that time, 17 laws relating to ship transfers have been enacted
by the Congress. Eleven of these provided authority for new loans
and extensions of axisting loans and the other six dealt with loan
extensions only. e

Transfers to date ‘ :

These laws have authorized the loan of 94 ships, the transfer of 9
ships, and the sale of 4 ships, Of the 94 ships quthorized for loan 72
have actually been loaned; of the 4 ships authorized for sale, 1 has

_been sold; all of the 9 ships’ transfers have been effected.

Expenditures and receipts to date f
To date, ship loan laws have involved an expenditure of $158,981,000
in the activation, rehabilitation, and outfitting of vessels.
On the other side of the ledger, the United States has received
- $41,406,345 from the sale of u submarine to Venezuela and from the
activation, rehabilitation, and outfitting of vessels which have been
paid for by the recipient countries. E :

!
TYPICAL COSTS

The cost of activation, overhaul, and rehabilitation of a destroyer
varies between $3.3 and $5.7 million. The higher fizure would be
applicable to a ship which was also modernized.,

gimil&r costs for a destroyer escort are from $2 to $2.7 million.
These costs are typical and vary somewhat from ship to ship. Some
of the ships in this hill, however, may have only austere rehabilitation
and in these cases the cost per ship will be much less.
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Ships on loan to China and Turkey as of June 1, 1965

' N | : Expiration
Country beir and - SHhips N - Authorlty Dellvery date date
’ ybe i . .
Republicof | 4-DD | Benson, DD-421,. ... Public Law 83-188, TTAS | TFeb. 26,1984 | 1 Feb, 26, 1969
hina, 2616 ad amended by . )

Public Law 86-b7,
. . TTAS 4340 extended
: ) "Public Law 88-437,

. IT. . Jones, DD-427._[ ... [0 ¢ Y N (RSO { Do} ;
Rodman, DD-466....- Public Law 83-188, TTAS | July 28,1056 | ! July28, 1670
. 3216, 4097 8% amendoed : : : i
by Public Law 86-482 - |
extonded Public Law -

88-437. . 2
Plunket, DD—431. ... Public Law 85-532, TEAB | Feb. 16,1950 | 1Feh. 16, 1060
4180 extended Public |
. Law 88-437, '
Turkey. .....| 8-88 Guitarro, 88-303. ... Public Law 83-214, TIAS | Aug, 7,195 (-1 Aug. 7,1060
' ' 3042 ns mended by .
.. Public Law 86-57, :
TTAS 4309 extended
Public Law 85-437, o i
Twmmerhoad, 88-364 |- P (R, Oct. 23,1064 | 1 Oct, 23, 1060
Borgall, 858-820........| Public Law 85-532, TIAS | Ocf. 18,1888 | 1 Oct. 18,1968
4117 extended Public . :
Law 88-437. . . L
Mapiro, 88-376. .| Mar, 18,1000 | 1Mar. 18, 1970
. Mero, S5-378 Apr. 20,1000 | L Apr, 20, 1970
PHIlpDInes & _ | | et ik ame e ———— ] oo oo mm

t Legistation anthorized's-year extenslon. -
? No ships on loan.

Deiailed costs of proposed legislation

- [T, radilions]
|
. : : Num- | Activation . Material _Ovorall
Country bor 1 Type | or modifi- Hpares total Training total
A ‘ ‘ eation. ‘ ‘
$10. 66 . $0.72 $11.38 $0.14 $11. 52
8. 338 .36 5,49 .20 B 94
5.034 .428 . 548 |- .34 ‘5,80
2,617 L2138 2,73 - 17 2,90
________ e e mmm b wm damm mmmmmm [ m e e 26, 16

VARIATION IN SHIP LOAN REACTIVATION COSTS

The reactivation, overhaul, and modernization costs for the ships
proposed for loan in H.R. 7813 are estimated to vary from a minimum-
of $17 million to a maximum of $26 million. The reasons for the’
variance in cost estimates are many; the most pertinent being: =
Condition of hull ' ' o

The condition of the hull and machinery varies between ships due:
to age, time in active service, deterioration in mothballs, ete. Only
after each ship selected for loan or sale has been inspected by technical
personnel ¢an accurate estimates be given for sctivation and overhaul
costs of the hull and machinery,

Obsolete equipment replacement - . - 1
* ‘The length of time since the ship was active and the type of equip-
ment instajled, such as radars, radios, fire control equipment, ete., will
influence the amount of equipment that must be replaced. © Certain’
obsdlete ‘equipment must be replaced to insure that sparo parts are
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Modernization _ i ;

_If the recipient ccuntry desires more modern antiaircraft guns such
as 3-inch 50’s, or more powerful!sonar, etc., the total cost will vary
greatly. Additionally, recipient countries may desire various altera-
tions to improve the effectiveness of a vessel. |
Extent of overhaul !

There may also be differences in the amount of overhaul work
accomplished in U.S, shipyards. | The capability of recipient countries
to perform limited cverhaul work in their own sh;ipya,rtfs would lessen
the amount done in the United States thus decreasing the estimated
costs,

Spare parts ;

The depth and range of spare parts purchased to support the ship
in the future will also cause the costs to vary.
Consumable stores |

The amount of consumable stoi'es will also change the total cost to
the recipient governments, :

RESERVE FLEET |

Of the types of ships contemplated for loan or sale in this bill, we
now bave in the reserve fleet 134 destroyers and %91 destroyer escorts.
i :

T.5. WORLD WIDE COMMITMENTS

The U.S. worldwide defense commitments have required large allo-
cations of our resources of manpower, equipment, and money. It is
our goal to obtain a larger and more equitable allied participation in
and contribution to free world defense, with a corresponding decrease
in inequitably high American costs. The proposed ship transfers
gupport that goal. | :

ﬂips now contributing only potential readiness in our reserve floot
can be converted to actual operafional naval stréngth in the hands of
our allies. These reserve fleet ships have a U.B. mobilization role;
however, from a strictly military evaluation they are a better asset
when overhauled and modernized to an appropriate degree, strategi-
cally ltll_ispersed throughout the world, and operational in the hands of
our allies. s ;

Validation of need ! 5

For each proposed loan or sale, the military requirement for ships
bas been thoroughly validated by the country team, the wnified
commander, and the Joint Chiefs of Stail. ;
Ability to operate ships :
It has been determined that the recipient country has both the
manpower and technical ability to operate the ships efficiently and
effectively. The ccinmittee is advised that a concurrent request
through diplomatic channels for' the loan or sale has assured that
there 1s also political support for the proposed :transfer. After ap-
proval by the country team, the unified commander has reviewed the
proposed. ship loan or sale to insure that it is;in accordance with
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Departments of Defense and State, and the Bureau of the Budget
by their approval, have given assurance that the proposal fully sup-
ports U.S. policy and objectives. o '

MUTUAL ADVANTAGES

Internal and external security—The committee was informed that
the ships proposed for loan under this bill will be used by the recipient
countries to discharge naval responsibilities assumed by them in their
areas. These ships will assist the recipient countries in maintaining
their own internal security, in protecting their coasts and coastal lines
of communication, and in protecting sew lines of communication,

Antisubmarine capability.—The Department of Defense regards as
important the achievement of o strong antisubmarine capability in
the areas where these ships would be loaned. Any contribution by
tho recipient countries to-offsetting a prospective submarine threat
would enhance the total defonse capability of the free world. To the
extent that recipiont. countries develop an antisubmarine capability,
U.S. naval forces will be freed. from certain antisubmarine tasks.

Readiness and maintenance~—Although the U.S. Navy reserve floot
is'a source of potential naval strength, this potentiality would become
actual naval strength if all the ships eould be adequately manned,
operated, and mamntained in an active status. The cost of such
operation by the United States is prohibitive in peacetime. Opération
and maintenance of the vessels by allies can assist in keeping the
equipment ready for use and in good condition.

Deployment.—Obviously, it is important to have naval forces
properly positioned to counter an enomy threat. If the allies to whom
the ships are to he loaned have the vessels functioning at the outbreak
of a,ny}imstili‘nies, time will be saved in the positioning of ships in the
geographical arcas where they are to be used. o _

Dispersion of our reservé fleet.—The U.B. Navy reserve fleet has

been dispersed as widely as available berthing space and reasonable
access to repair and overhaul facilities for periodic rehabilitation
would permit. The loan of the ships that are the subject of this hill
would tend to reduce undesirable concentration of reserve vessels.
- Extension of U.S. influence—Thoe recipients of other loans of U.S,
ships have adopted U.S. Navy doctrines and standards of operation
and maintenance. This result has come about under the personnel
training program carried out before and after transfer of the ships.
During such training, naval personnel of foreign nsations have the
opportunity to observe U.S. Navy organizations in action and to
observe America and Americans during their periods of leave and
liberty. The officers and men who receive this training will provide
the leadership for their navies in the years to come.

RECIPIENT NATIONS

Requests received.—Since World War II, the United States has
received many requests for ships from foreign countries. These
requests have been evaluated in terms of the needs of the requesting
countries, mobilization requirements of the United States, world-
wide demends on our resources, and the availability of mutual defense
assistance funds, ' '
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Ships proposed for loan under this bill will satisfy some of the more-
urgent requests that have been considered. Thei ships that are pro-
posed for transfer under the bill are part of our mobilization base but.
they will be in possession of allies and not lost ta the United States,

Ability of countries to use.—The ability of the countries concerned
to operate these vessels properly has been checked by the country
teams composed of the U.S. Ambassador, the chief of the military
assistance advisory group, and the U.S. operations mission in each
country involved. : 5

| i
AGREEMENTS WITH FORBIGN COUNTRIES

Formal agreement i

Tt is proposed thaé, upon enactmeont of the bill into law, & formal
agrecment will be concluded by the State Department with the re-
cipient foreign government. It will be for a term of 5 years and if
requested by the recipient government, the loan may be extended for
an additional 5 years at the discretion of the I’rq’sig:mt. The agres-
ment will stipulaie tkat the ships be used in accordance with the condi-
tions of the mutua! defense assistance agrecment. The recipient
government will have use of all equipment and spare parts on board the
ships at the time of tao delivery, but title remains in the United States
even though the ships may be pia'cjed‘ under the recipient government’s-
flag. Possession of the ships will not be relinquished without consent-
of the United States, and no claims. arising as a result of transfer and
operation of the ships may be assessed against-the United States. .
Eight to repossess I R
" The United States may repossess these ships at any time if necossi-
tated by its own emecrgency defense requirements, Xt the expiration
of the Toan, the ships will be returned m the same condition as when
Joaned, except for fair wear and tear, but if a ship is damaged or lgst
through enemy action, the tecipient country is exempt from hability
for such damage or loss.. [P UL SR o

_FRIENDLY FOREIGN NATIONS |

" Ultimate respousibility for determination of ‘a “friendly foreign
nation” is vested in' the President by the Foreign Assistance Act of
1961, section 503, which states inter alis: : e

‘The President is authorized to furnish military assistance
on such terms snd conditions as he may determine, to any
friendly country or internationsal organization, the assisting = .
of which the President finds will strengthen; the security of :
the United States and promote world peace and whic is .
otherwise eligible to receive guch assistance, ¥ * *

Similar authority is contained in section 507 regarding military
sales. In this case, the “sale” is for goods and services; i.e., equip-
ment and repairs uséd in activating and overhauling the ship. ‘
 The definition is detailed further within the act of 1961 in section
506 where certain conditions of eligibility are prescribed. These
eonditions are applisd continuously to all countries eligible for both
grant aid and sales by the Departments of State and Defense to insure
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Tur FormieN ASSISTANCE Acr oF 1961, as AmENDED,
Parr II, Cuarrer 2

MILITARY ASSISTANCE

Secron 506. CoNDITION OF Erigreiniry.—(a) In addition
to such other provisions as the President may require, no
defense articles shall be furnished to any country on a grant
basis unless it shall have agreed that— '
(1) it will not, without the consent of the President—
{A) permit any use of such, articles by anyone not
an officer, employec, or agent of that country,
(B) transfer, or permit any officer, employee, or
agent of that country to transfer such articles by
gift, sale, or otherwise, or ,
C) use or permit the use of such articles for
purposes other than those for which furnished; -
(2) it will maintain the security of such, articles, and
- will provide substantially the same de%ree‘of security
grotection alforded to such articles by the United
. States Government; - . _ o
- (3) it will, as the President may require, permiit con-
tinuous observation and review by, and furnish necessary
information to, representatives of the United States
Government-with regard to the use of guch articles; and =~
~, - (4) unloss the President consents to other disposition,
it will return to the United States Government for such,  ~
~ use or disposition as the President considors in the best - -
.o+, interests of the United States, such articles which are no ,
... longer needed for the purposes for which furnished, .- e
" o * . . .
S ‘ FISCAL DATA o e
; “Although it is not possible to determine at this time the cogts
ivolved in this bill, it can be said that should the United States be
required:to pay all of the costs, the bill will involve between $17 and
$26 million.. ~ . B S T
o , DEPARTMENTAL DATA . * " = .
This bill is & part of the Departmant of Defense legislative prograim
for the 89th Congress, The Bureau of the Budget has no objection
to this legislation. Below is set. out & lotter dated April 27, 1965
from Secrotary of the N avy Paul H. Nitze which is made a part of
this report:- U A
: DupARTMENT oF THE Navy, _ ;
N OFFICE OF THE SECRETARY, . . '
‘ , B Washington, D.C., April 27, 1965,
Hon. Joux W. Mc¢Conmack, : : Lo
‘Spealker of the House of Representatives, . "'
V&ashington, D.C. R e SR R
My Dnar Mg, Spmaxumr: There is forwardad herewith ‘a draft of

roposed legislation to authorize the loan of naval vessels to friendly
oreign countries, -

borgy
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This proposal is a (ga,l't of the Department of Defense legislative
program for the 89th Congress, and it is related to the mutual defense
and development program, The Bureaw of the Budget advises that,
from the stendpoint of the administration’s program, there is no
objection to the pressntation of this proposal for the consideration of |
the Congress. The Department of the %avy has been designated as
the representative of the Department of Defense for this legislation.
Tt is recommended that this proposal be onacted by the Congress.

PURPOSE OF THE LEGISLATION

The proposed legislation would authorize the Joan of six vessels of
the destroyer and destroyer escort categories of, the reserve fleet to
certain friendly foreign countries. :

The following factors were considered before the new loans were
proposed: First, it was determined that the transfer of ships for the
epecific intended uses of this legislation would not adversely affect
the U.S. Navy’s military capability and is in kecping with the T.S.
national policy for the countries under consideration. The loans were
then examined in relation to the naval tasks which the nations will
be performing under their bilateral and multilateral agreements.
Finally, an appraisal was made: of the countries’ demonstrated will
to provide for their own defense and available manpower in conjunc-
tion with their capability to operate the ships, and the countries’
economies. These factors have been weighed in: the field by the U.S.
Ambassador and the chief of milita assistance advisory group in
each country, by the commander in ¢ ief, Pacific, and commander in
chief, U.S. P‘éu‘ropean Command, for the countries in their Tespective
areas, and by the Departments of Defense and State. At each of the
lovels it was deterramed that it/ is to our advantage to initiate the
Joans to these countries. o 4

The United States would derive significant advantages from these
loans, foremost of which will be the increased capability of free world
navies to combat the threat posed by the Sino-Soviet submarine forees,
This increased capability will result from effectively trained and
combat-ready free world antisubmarine forces on station in potential
areas of operation. ‘ .

In view of the advantages, the political desirability of these loans,
and the military requirement for these forces, it is considered that
the legislation proposed herein should be enacted.

COST AND BUDGET DATA.

Tt is estimated that the cost of activation and mobilization of the
six vessels which are covered by the draft bill will total approximately
§17 million. These costs will {:e charged to funds programed for the
recipient government as grant military assistance under provisions of
the Foreign Assistance Act of 1961, as amended, or successor legisla-

tion, or will be charged to funds provided by the recipient government

under the reimbursable provisions thereof.
Sincerely yours, ? :
. i Pavrn H. Nitzs,

E ' | Secretary of the Navy.
Approved FOI’ Release 2003/10/15 : C|A-RDP67BOO446R000500260004-5 i
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A BILL To suthorize the loan of naval vessels to friendly foreign
i : - ¢ountries

Be it enacted by the Senate and House of Representatives of
the United States of America in Congress a,ssemg}ed, That not-
withstanding section 7307 of title 10, United States Code,
or any other law, the President may lend to friendly foreign
nations, on such terms and conditions as he deems appro-
priate, ships froni the reserve fleet as follows:

- (1) China, one destroyer and two destroyer escorts, (2)
Turkey, two destroyers, and (3) the Philippines, one de-

-stroyer escort. .

Sec. 2. All expenses involved in the activation, rehabilita-
tion, and outfitting (including repairs, alterations, and logistic
support) of vessels transferred under this Act, shafl be
-charged to funds programed for the recipient government as
grant military assistance, or as reimbursabzie, under the
‘provisions of the Foreign Assistance Act of 1961, as amended,
or successor legislation,

Sc. 3. Loans executed under this Act shall be for periods

_not exceeding five years, but the President may in his dis-
cretion extend such loans for an additional period of not

- more than five years., All loans shall be made on the condi-
tion that they may be terminated at an earlier date if -
necessitated by the defense requirements of the United
States,

-8EC, 4. No loan may be made under this Act unless the
Secretary of Defense, after consultation with the Joint
Chiefs of Staff, determines that such loan is in the best
interest of the United States. The Secretary of Defense
shall keep the Congress currently advised of all extensions
or loans made under authority of this Act.

Smc. 5. The President may promulgate such rules and
regulations as he deoms necessary to carry out the provisions
of this Act.

Sec. 6. The authority of the President to lend naval
vessels under this Act terminates on December 31, 1967.
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CHANGES IN EXISTING LAW

Tn compliance with clause 3 of rule XTII of the Rules of the House of Representatives, there is herewith printed
in parallel eclumns the text, of nrovisions of existing law which would be repealed or amended by the various provisions

of the bill as reported:
EXISTING LAW

(10 U.8.C. ch. 633, Naval Vessels)

o R . * * *

Spe. 7307. RESTRICTION ON DISPOSAL.- (a) Notmth-
standing any other provision of law, no battleship, air-’
eraft carrier, cruiser, destroyer, or submarine of the Navy-

may be sold, transferred, or otherwise disposed of, unless
the Chief of Naval Operations certifies that it is not essen-
tial to the defense of the United States.

e (b) Without authority from . Congress granted after.

March 10, 1951, no battleship, aircraft carrier, cruiser,
destroyer, or submarine that has not been stricken from
the Naval Vessel Register under seetion 7304 of this titls,
por any interest of the United States in such & vessel, may
be sold, transferred, or otherwise disposed of under any
law. , '

L3 * * * %*

follows:

THE BILL: AS REPORTED

Thet notwithstanding section 7307 of title 10, United
‘States Code, or any other law, the President msy lend to

friendly foreign nations, on such terms and conditions as
he deems appropriate, ships from the reserve fleet as

(1). Chine, one destroyer.and ‘two destroyer escorts,

_{2)_Turkey, two_destroyers, and (3) the Philippines, one_ :

destroyer escort. C :

Szc. 2. All expenses involved in the activation, rehabili-
tation, and outfitting (including repairs, alterations, and
logistic support) of vessels transferred under this Act, shall
be charged ‘to funds programed for the recipient govern-
ment as grant military sssistance, or as reimbursable,
under the provisions of the Foreign Assistance Act of 1961,
as amended, or successor legislation. '

Approved For Release 2003/10/15 : CIA-RDP67B00446R000500260004-5
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Sec. 3. Loans executed under this Act shall be {for
periods not exceeding five years, but the President may
in his discretion extend such loans for an additional period
of not more than five vears. All Joans shall be made on
the condition that they may be terminated at an earlier
date if necessitated by the defense requirements of the
United States.

Szc. 4. No loan may be made under this Act unless the
Secretary of Defense, after consultation with the Joint
Chiefs of Staff, determines that such loan is in the best
interest of the United States. The Secretary of Defense
shall keep the Congress currently advised of all extensions
or loans made under authority of this Aect.

Sec. 5. The President may promulgate such rules and
regulations as he deems necessary to carry out the pro-
visions of this Act.

Sec. 6. The authority of the President to lend nawval
vessels under this Act terminates on December 31, 1967,
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8911 CoNgress IIOTUSE OF REPRESENTATIVES RerorT
Ist Session . ‘ No. 623

AUTHORIZING TIE LOAN OF NAVAT, VESSELS TO ITALY
AND SPAIN o

Juny '].5,- 1865 —Committed to the Comin-itteo of the Whols {[ouse on the State
S of the Union and ordored to bo pritited - : .

Do

Mr. Rivers of South Carolina, from the Committes on Armed
,.S‘ervicesl, submitted the follo}y_ing_ )

REPORTf ‘

[To accﬁmpany IL.R. 7812] .

The Committée on Armed Services, to whom ‘was Teferrod the bill
(H.R. 7812) to authorize the loan of naval vessels to friendly foreign
countries; and for other purposes, having considered the same, report
favorably theréon without ‘amendment and recommend thit the bill
S ' PURPOSE OF TIHE LEGISLATION =~

“ The proposed legislation would-authorize the loan of two subinarines
to Ttaly and a helicopter carrier o Spain. - . .o T

SUMMARY

j[‘he President desires ai‘fth:ofirt.y”pq loan three ships as follows: -
] baly o L L e — ;;--;,;-_;T - -~ 2'submarincs.
pain_ .. ___ L i T S S L h'eli_cqptet‘ earrier.
The submarines to be loaned are of the Balao class (1,500 tons).
The helicopter is of the Cabot class (11,000 tons),

e, cosT - .
The-cost of this bill will be approximately $20.5 million. This cost
‘will be borne entirely by the recipient countries. T Co
GOLD INFLOW

This bill will result in a tavorable flow of gold to the United States
in the amount of $20.5 million. ‘ .
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5:
LOAN OF NAVAL VESSELS

REQUESTS BY ITALY AND SPAIN

The Italian Government has requested the loan of two submarines
to be used by the [talian Nuavy to replace existing obsolete and
shallow-diving vessels. The resultant improved 'submarine services
will markedly improve the proficienicy of the lalian ASW forces which
are o significant part of the free world naval strength. If the loan
of these two submearines is approved, limited activation will be
accomplished prior to transfer to,Ttaly where these submarines will
recelve extensive overhaul and modernization. :

The Spanish Government reqhested the loan of a Cabot class
helicopter carrier. If this legislation is approved, the Spanish
Governmeni will pay the cost ol astivation, overhaul, and moderniza-
tion in the U.S. shipyards, and will buy T.S. helicopters. With this
helicopter carrier the Spanish intend to build ja significant AW
capahility that would be helpful to the United States in combating
the threat posed by Soviet bloe submarine forces. |

FACTORS CONSIDERED

The following factors were considered before 'the new loans were
proposed: First, it was determindd that the transfer of ships for the
specific intended uses of this legislation would ‘not adversely affect
the U.S, Navy’s military capability and is in keeping with the U.S.
nstional policy for the countries under consideration. The loans were
then examined in relation to the naval tasks which the nations will be
‘performing under their bilateral and multilateral agreements.  Finally,
an appraisal was made of the countries’ demanstrated will to provide
for their own defense and available manpower in conjunction with
their capability to operate the ships, and the countries’ ecconomies.
These factors have been weighed in the field by the U.S. Ambasgsador
and the chief of the military assistance advisory group in each country,
by the commander in chief, U.8. European Command, and by the
Departments. of Dofense and State. At eseh of the levels it was
detormined that it is to our advantage to initiate the loans to these
countries. ‘

Advartages to the United States ‘ ' i

The United States would dorive significant advantages from these
: loans as they are the most econpmical and effective means by which
: the United States can assist these navies to meet their force improve-

ment program.

BACKGROUND OF SHIP LOAN PROGRAM
The law : i

Prior to 1951, TU.S. naval vesséls were transferred to friendly foreign
nations under-the provisions of the Mutual Assistance Defense Act of
1049, as amended. Tn 1951, the Congress passed Public Law 82-3
(10 U.S.C. 7307). This law, as codified, is as follows:

Resrricmion ox pisrosat. {a) Notwithstanding any other
provision of law, no battleship, aircraft carrier, eruiser, de-
stroyer, or submarine of the Navy may be sold, transferred,
or otherwise isposed of, ynless the Chief of Naval Opera-
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tions certifies that it is not essential to the defense of the
United States. '

- (b) Without authority from Congress granted after March
10, 1951, no battleship, aircraft carrier, cruiser, destroyer, or
submarine that has not been stricken from the Naval Vessel
Register under section 7304 of this title, nor any interest of
the United States in sueh a vessel, may be sold, transferred,
or otherwise disposed of under any law.

Since that time, 17 laws relating to ship transfers have been enacted
by the Congress. Eleven of these provided authority for new loans
and extensions of existing loans and the other six dealt with loan
extensions only. : :

Transfers.to date

These laws have authorized the loan of 94 ships, the transfer of 9
ships, and the sale of 4 ships. Of the 94 ships authorized for loan 72
have actually beon loaned; of the 4 ships authorized for sale, 1 has
‘been sold; all of the 9 ships’ transfers have been effacted.
Brpendiures and. receipts to date oo

To date, ship loan laws have involved an expenditure of $1 58,981,000
in the activation, rehabilitation, and outfitting of vessels. :

On the other side of the ledger, the United States has received
$41,406,345 from the sale of a submarine to Venozuela and from the
activation, rehabilitation, and outfitting’ of vessels which had been
paid for by the recipient countries.

"TYPICAL (OSTS

The cost of activation, overhaul, and rehabilitation of & submarine
is in'the order of $3.7 million, unless there is & snorkel conversion and
fairwiter streamlining in which event the eost is $5 million. Thaso

costs are typical and vary somewhat from ship to ship. The sub-
-marines for Italy will, according to current lanning, have only
austere rehabilitation and the cost, therefore, will be congiderably less

i than the typical cost set out above, .

In the case of the helicopter carrier, the cost will be approximately
$10 million., . -

A
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Ships on loan to Ituly and Spain as of Jm?w 1, 1965

Num- . : ;

Country | ber Ship | Authority : Delivery Expiration
and |- : .Gato dato
type : :

. . a | ]
Ttaly_ ... 3-58 Barb, 88-220_______... 'ublic Law 83-188, ay _ ~ | | Deec, 13,1954 tTree. 13, 1060
. i ampnded by Public Law ) .
84*?48, TIAS 3124, and
Public Taw 86-57, TIAS .
g‘ﬂﬁ 3extundcd Public Taw !
) Nace, 88247 _wa|ooac do._ ... [ p— o] Jan. 31,1935 |1Jan., 31, 187C
| Lizard Fish, 95-373...] Public Law 85-532, TIAR | Jan. '9,1060 {1Jun. 9, 1970
I T o ggﬂ%oxtcudcd Public Lawi
; . L ey . .
spaln..._ 1-88 | Kraken, 38-370 . . ____| Public Law 85-532, TIAS | Dee. 24,1050 |1 Dee, 24,1069
4262 extended Public Law :
88-437, |
5DD | Capp, DDO-550._ ... Tublie Law 83188, as ! May 15,1957 | May 15, 1867
o ) amended by Puablic Taw | . .
i %4048, wnd Publle Law "™ | - T
Lo #7487, TIAS 3789, 5008. i . .
;l)é\'i\’. Taylor, D= { ... 1 R RO J B I [ T Do
¥ ol T : ; i .
Converse, DT-509_ .. Public Taw 85-5382, TIAB | | July . 1,1859 |tJuly - 1,1969
v ggﬁ‘zsextended Public Law! :
~437,
Tarvis, BD-T99____._. I’ub]l)c Taw 85-532, TIAS | Nov. 38,1960 ! Nov. 8, 1970
4584, . :
MeGowen, D678 __|..—._ 0 o omiianimeoanonian | ToEc 41960 ['Dec. 4 1070

i L Legisiation authorized 3-yuar extension. . e i

., Detailed costs ef propused legislatien (ro cost-to United States)
{£n mdltons] '

Actlvas :
Country | Num- Type : tHonor | Spares! |[Material| Training Qverall
ber } modifi- fotal | total
. ’ ' cation : o )

Lty

. VATIATION TN SHIP LOAN REACTIVATION Costs .
Condition of haull '

The condition of the hull and machinery varies between ships due
to age, time in active service, deterioration in mothballs, ete.  Only
aftor each ship selected for loan/sale has been inspected by technical
personnel ean accurate extimates be given for netivation and overhaul
costs of the hull and machinery,

Obsolete equipment replacement

The length of time since the ship was active and the type of equip-
ment installed, such as radars, radios, fire control equipment, etc., will
influence the mmount of equipment that mustibe roplaced. Certain
obsolete equipment must be replaced to insure that spare parts are

available and thus the ship is logistically supportable after activation,

Modernization ;
TF the reeipient country desires a snorkle and: fairwater streamlining
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greatly. Additionally, recipiont countries may desire various altera-
tions to improve the effectiveness of u vessel.

Lrtent of overhanl

There may also be differences in the amount of overhaul work
accomplished in U.S. shipyards. The capability of recipient countries
to perform limited overhaul work in their own shipyards would lessen
the amount done in the United States thus decreasing the estimated
costs,

Spare parts

The dei)th and range of sparc parts to support the ship in the
future will also cause the costs to vary.

Consumable stores

The amount of consumable stores will also chango the total cost
to the reecipient government.

RESERVE FLEET

Of the types of ships contemplated for loan in this bill, we now have
in the reserve fleet nine submarines and three carriers of the Cubot
class, '

o U.5. WORLDWIDE COMMITMENTS

The U.8. worldwide defense commitments have required large allo-
cations of our resources of manpower, equipment, and money. It is
our goal to obtain a larger and more equitable allied participation in
and contribution to free world defense, with a corresponding decrease
in inequitably high Awerican costs. The proposed ship transfers
support that goal. - =~ . o ' :

Ships now contributing only potential readiness in our reserve flest
can be converted to actual operational naval strength in the hands of

v our allies. These reserve fleet ships have a U.S. mobilization role;

‘ however, from a strictly military ovaluation they are a better asset

when overhauled and modernized to an appropriate degree, strategi-

J cally l(lljspersed_ throughout- the world, and operational m the hands of
our allies. : C - . -

Validation of need

For each proposed loan or ssﬂe, the military requirement for ships
hag been thoroughly validated by the country team, the unified com-
mander, and the Joint Chiefs of Staff,
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Ability to operate ships

Tt has been determined that the recipient cowiry has both the
manpower and technical ability to .operate the ships elficiently and
offectively. The committee is adyised that a concurrent request
through diplomatic channels for the loan or sale has assured that there
is also political support for the propesed transler. After approval by
the country team, the unified commander has revigwed the proposed
ship loan or sale o insure that it is in accordance with theater plans.
Subsequently, the other militury departments, the Departments of
Defense and State, and the Bureau of the Budget, by their approval,
have given agsurance that the propasal fully supports U.S. policy and

objeetives. | i
Eeonomical and effective i
This bill, containing the progosed loan. of two submarines and one
helicopter carrier to Ttaly and Spain, at no cost to the United States,
provides the most economical and effective means by which the United
States can assist these navies to improve their forces.
1 i

| I
MUTUAL ADVANTAGES '

Readiness and maintenance—Although the U.S. Navy reserve fleet
is a source of potential naval strength, this potentiality would become
actual naval strength if all the ships could be adequately manned, oper-
ated, and maintained in an activestatus. The costof such operation by
the United States is prohibitive in peacetime. Operation and main-
tenance of the vessels by allies can assist in keeping the equipment
ready for use and in good condition.

Deployment—OQbviously, it is important to have naval forces prop-
erly positioned to counter an enemy threat. If the allies to whom
the ships are to be loaned have tbe vessels functioning at the out-
break of any hosiilities, time will be saved In the positioning of ships
in the geographical areas where they are to be used.

Dispersion of our ressrve fleet. —The U.5. Navy reserve (leet has been
dispersed as widely as available berthing space and reasonable access
to repair and overhaw’ facilities for| periodic rehabilitation would per-
mit.  The loan of the ships that are the subject-of this bill would tend
io reduce undesirable concentration of reserve vessels.
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BRECIPIENT NATIONS

Requests received.—Since World War 11, the United States has
received many reguests for ships from foreign countries. These
requests have been evaluated in torms ol the needs of the requesting
countries, mobilization requirements of the United States, world-
wide detnands on our resources, and the availability of mutusl defense
assisbance funds. - :

Ships proposed for loan under this bill will satisfy some of the more
urgent requests that have been considered. 'The ships that are pro-
posed for transfer under the bill are part of our rnobilization base but
they will be in possession of allies snd not lost to the United States.

Ability of countries to use.—"The nbility of the conntries concerned
to operate these vessels properly has been checked by the country
teams composed of the U.S. Awbassador, the chief of the military
assistance advisory group, and the U.S. operations mission in each
country involved. ‘

AGREEMENTS WITIL FORBIGN COUNTRIES

Formal agreement

It is proposed that, upon enactment of tho bill into law, s formal
agreement will be concluded by the State Department with the re-
cipient foreign government. [t will be for a term of 5§ years and if
requested by the recipient government, the loun may be extended for
an additional 5 years at the diseretion of the I’resi({ont. The agree-
rpent will stipulate that the ships be usad in aceordance with the eondi-
tions of the mutual defense assistance agrecment. The recipient
government will have use of all equipment and spare paris oa board the
ships at the time of the delivery, but title remains in the United Statos
even though the ships may be placed under the recipient government’s
flag. Possession of the ships will not be relinquished without consent
: of the United States, and no elaims arising as a result of transfer and
¥ operation of the ships may be assessed against the United States.
Right to repossess L ‘

The United States may repossess Ghese ships at any time if neces-
sitated by its own emergency defense requirements. At the expiration
of the loan, the ships will [‘;'e returned m the same condition as when
lonned, except for. fair wear and tear, but if & ship is damaged or lost
through enemy action, the recipient country is exermpt {rom liability
{or such damage or loss. , ‘
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FRIENDLY YOREIGN NATIONS

Ultimate responsibility for determination of a ‘friendly foreign
nation” is vested in tha President by the Foreign Assistance Aef of
1961, seetion 503, which stabes inter alin: ' '

Tho President is authorized to furnish military assistance
on such ierms and conditions a3 he may determine, to any
friendly country or international organization, the assisting
of which the President finds will strengthen the security of
the United States and promote world peaee and which is
otherwise eligible to receive such assistance, * % *

Similar authority is contained in section 507 regarding military
sales. In this case, the “sale” is for goods and services; 1.e., equip-~
ment and repairs used in activating and overhauling the ship.

The definition is detailed further within the act of 1961 in section
506 where certain conditions of .eligibility ave preseribed. These
conditions are applied continuonsly to all countriss eligible for both
grant aid and sales by the Departiments of State and Defense to insure
that recipients are “friendly” and that such military assistance is in
keeping with military end political objectives of the United States.

Tun ForEicN AssistaNck Acr or 1961, oS AMENDED
MILITARY ASSISTANCE

Sucrion 508, Conprtron of Euraisrary.—{a) In addition
to such other provistons as the President may require, no
defense articles shall be furnished to any country on a grant
-basig unless it shall have agreed that .

(1) it will not, without the consent of the President— .

(&) permit any uge of such articles by anyone not

. an officer, employee, or sgent of that eountry,

. (B} transler, or permit any officer, employee, or
agent of that country to fransfer such articles by
gift, sale, or otherwise, or

(C) use or permit the use of such articles for
purpeses other than those for which furnished:

(2} it will maintain the seeurity of such articies, and
will provide substantially the same degree of security
protectior. afforded  t¢ such articles T)y the United
States Government;
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{3) it will, as the President may require, permit con-
tinuous observation and review by, and furnish necessary
infermation to, representatives of the United States
Government with rogard to the use of such articles; and

{(4) unless the President consents to other dlsposmmn

' it will return to the United States Government for such
use or disposition as the President considers in the best
interests of the United States, such articles which are no
longer needed for the pur poseq for which furnished.

* . * * * & % *

FISCAL DATA

This bill will not involve tho exponditure of any Federal funds
for the activation overhaul and modification of these ships,

Tt is estimaied that the cost of activation and mebilization of the
vegsels which are covered by the draft bill will total approximately
$20.5 million. These costs will bo chinrged to funds provided by the
recipient government under the reimbursable provisions of the
Toreign Assistance Act of 1961, as amended, or suceessor legislation.

DEPARTMENTAL DATA

The bill is a part of the Department of Defense legislative program
for the 89th Congress. The Bureau of the Budget has no objection
to this legislation. = Below is set ouf a letter dated April 27, 1965,
from Secretary of the Navy Paul .- Nitze which is made ) part of
this report.

DerartueNT oF THE Navy,
OFFICE OF THE SECRETARY, & -
Washington, [.C., April 27 1965,
Hon JOHNW McCorMACK, -
”}/)ea]cer of the IIouse of Representatwes
shington, D.C. : : _

My Dear Mn BrEaXER: There 1s forwarded herewith a draft of
Fmposed legislation to authorize the loan of naval vessels: to fnendly

relgn ¢ountries, and for other purposes.

"This proposal’ s a part of the Department of Defense legislative
prograin for the 89th Congress and it is related to the mutusl defense
and development program. The Buredu of the Budget advises that
from the st,{mdpmnt of ‘the administration’s program there is no
objection to the presentation of this proposal for the consideration of

'
o
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the Congress, The Department of the Navy has been designated as
the representative of the Department of Defense for this legislation.
It is recommended that this proposalibe cnacted by the Congross.

PURPOSE OF THE LHGISLATION

The proposed legislation would suthorize the léan of two sub-
marines to Ttuly and a helicopter carrier to Spsin. |

The Ttalian Government has requested the loan of two submarines
t0 be used by the Italian Navy to replace existing obselete and shallow-
diving vessels. The resultant improved submuarine services will
markedly improve the proficiency of the ltalian ASW forces which
are a significant part of the free world naval strength. If the loan
of these two submarines is approved, limited activation will be
accomplished prior to transfer to Ttaly where thesé submarines will
receive extensive overhutt] and modernization. .

The Spanish Government requested the loan of u Cabot class
helicoptor carrier. X the loan of this carrier is approved by Congress,
the Spanish Government will pay the cost of activation, overhaul,
and modernization in the U.8. shipyards, and will buy U.8. helicopters.
With this helicopter cerrier the Spanish intend to build & significant
ASW capability that would be helpful to the United States in com-
bating the threat posed by Soviet bloc submarine forces,

The following factors were considered before the now loans were
proposed : First, it was determined 'that the transfer of ships for the
specific intended uses of this legislation would not adversely affect
the U.5. Navy’s military capability and is in keeping with the U.S.
national policy for the countries wunder consideration. The loans
were then examined in relation to the naval tasks which the nations
will be performing under their bilateral and multilateral agreements.
Finally, an appraisal vas made of the countries’ demonstrated will to
provide for their own defense and available manpower in conjunction
with their capability to operate the ships, and the conntries’ economies.
These factors have been weighed in the field by the U.S. Ambassador
and the chief of the militury assistance advisory group in each coun-
try, by the commander in chief, U.3, European Command, and by the
Departments of Delense and State. At each of the levels it was
determined that it is to our advantage to iunitiate the loans to these

countries, : ! :
The United States would degive, significant advantages from these
loans as they are the most economical and. effective means by which
the United States can assist theso navies to meet their force improve-
ment program. : : i
In view of the advantages, the political desirability of these loans,
and the military requirement for these forces, it is considered that the
legislation proposed herein should bhe enacted. ‘
r

'
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08T AND BUDGET DATA

It iz estimated that the cost of activation and mobilization of the
vessels which are covered by the draft bill will total approximately
$20.5 million. These costs will be charged to funds providad by the
recipient government under the reimbursable provisions of the Iforeign
Agsistance Act of 1961, as amended, or successor legislation.

Sincerely yours,
Pavn H. Nrrze,
Secretary of the Nawy.

A BILL To authorize the lean of naval wesscels to friendly forcign
dountries, and for othor purposcs

Be i enacted by the Senale and House of Hepresentatives of
of the United States of Ameriea in Congress assembled, 'That
notwithstanding section 7307 of title 10, United States Code,
ar any other law, the Presidont may lend to friendly foreign
nations, on such terms and conditions as he deems appropri-
ate, ships from the reserve {lect ag follows: -

(1). Ttaly, two submarines, and (2) Spain, one helicopter
carrier.

Sue. 2. All expenses involved in the activation, rehabilita-
tlon, and outfitting (including repsirs, ualierations, and
logistie support) of vessels fransforred under this Act shall
be charged to funds provided by the recipient government
under the reimbursable provisions of the FPOI'eigu Assistance
Act of 1961, as amend‘ecf, ot successor legislation,

Suc. 3. All loans executed under this Act shall be for peri-
ods not exceoding five years, but the President may in his dis-
cretion extend such loans for an additional poriod of not
more thau five years. They shall be made on the condition
that they may be terminated at an carlier date il nocessitated
by the defense requirements of the United States.

Sue¢. 4. No loan may be made under this Act unless the
Secretary of Defense, after consultation with the Joint Chiefs
of Stafl, determines that sueh loan is in tho best interest of
the United States. The Secretary of Defense shall keep the
Congress currently advised. of all loans made under author-
ity of this Act.

Sme. 5. The President may promulgaie such rules and reg-
ulations as ho deems necegsary to.carry ont the provisions of
this Act. :

Swue. 6. The authority of the President to lend naval ves-
sels under this Act terminates on December- 31, 1967.
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CHANGES IN EXISTIVG LAW

In eompliance with clause 3 of rule XIIT of the Rules af the House of Representatives, there is herewith printed
in para]lel columns the text of provisions of existing law which would bo ropealed or amended by the various provisions
of the bill as reported:

EXISTING LAW THE BILL AS REPORTED
(o us. (, ch 63‘3 \mal Vesbe[:) H.R. 7812
* x® T T e e e

Sgc. 7307. RESTRICTION ON DIsPosAL. (a) Notwith- That, notwithstanding section 7307 ol title 16, Tnited
standing any other provision of law, no battleship, air- States Code, or any other law, the President may lend to
eralt carrier, cruiser, destroyer, or submarine of the Navy friendly foreign nations, on such terms and conditions as
may be sold transferred, or otherwise disposed of, unless he deems appropriate, ships from the reserve fleet as
the Chlef of Naval Operat.lons certifies that it is not essen-  follows:

118l to the defense of the United States. (L) Ttaly, two submarines, and (2) Spain, one helicopter

(b} Without authority “from Congress gra.nted -after- carrier.

March 10, 1951, no battleship, alrcmft carrier, cruiser, Skc. 2. All expenses involved in the activation; reha-—

destroyer, or submarine that has not been stricken from blhta‘uon, and outfitting (including repairs. alterations,

the Naval Vessel Register under section 7304 of this title, and logistic support) of vessels transferred under this Act

nor ony interest of the United States in such a vessel, may shall be charged to fuuds provided by the recipient

be sold, transferred, or otherwise disposed of under any government under the reimbursable provisions of the

las. Foreign Assistance Act of 19561, as amended, or successor
* * * * * legislation.
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Sec. 3. All Joans executed under this Act shall be for
periods not exceeding five years, but the President may in
his diseretion extend such loans for an additional period of
not more than five years. They shall be made on the
condition that they may be terminated at an earlier date
iSf necessitated by the defense requirements of the United

tates.

Sec. 4. No loan may be made under this Act unless the
Secretary of Defense, after consultation with the Joint
Chiefs of Staff, determines that such loan is in the best
interest of the United Sitates. The Secretary of Defense
shall keep the Congress currently advised of all loans
made under authority of this Act,

Sec. 5. The President may promulgate such rules and
regulations as bhe deems necessary to carry out the pro-
visions of this Aet.

Sec. 6. The authority of the President o lend naval
vessels under this Act terminates on December 31, 1967.
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891 CoxNgress HOUSE OF REPRIESENTATIVES RuporT
15t Session _ No. 622

AUTHORIZING THE SALE OR LOAN OF NAVAL VESSELS
TO FRIENDLY LATIN AMERICAN COUNTRIES

Juiy 15, 1965 ——Committed to the Commitéee of the Whole Tleuse on the Btate
of the Union and ordered te be printed

Mr. Rivuns of South Carolina, from the Committee on Armed
Services, submitted tho following

REPORT

[To aceompany ILR. 7811]

The Committes on Armed Serviees, to whom was referred the bill
(FL.R. 7811) to authorize the sale or loan of naval vessels to friendly
Latin American countries, and for other purposes, having considered
the samo, report favorably therecon without smendment and recom-
mend that tho bill do pass. :

PURTORE OF TIIE LEGISLATION

The proposed legislation would authorize the sale or loan of 12
vessels of the destroyor and submarine categories of tho reserve
fleet to certain friendly Latin American countries. This authority
is requested to enable the Latin American navies to continue replace-
ment of obsolete ships and standardization on general purpose units
suitable and offective for peacetime surveillance of coastal waters,
support of counterinsurgency operations in coastal arcas, and wartime
patrol of convoy routes along their coasts.

- TRAINING EXERCISE

The annual United Statos-South American ASW training exorcises
(UNTTAS VI is schoduled for fall 1965) have demonstrated the value
of stundardizing equipment and training to improve the collective
strength of United States-South American naval forces.

50-006
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_ The President desires autherity to loan or sell 12 ships to the follow-
ing South American countries:

Argentina_ ___ L .. __ 3 destroyers.
Brazil - 4 destrovers,
Chile. o e 2 destroyers.
Peru b 2 destroyers.
Venezuela_ .. ... __________ e m e e ] e mm———— 1 submarine.

The destroyers to be loaned or sold are of ’nheg Fletcher class (2,100
tons). The submarine is of the Balao class (1,500 tons).

COST

The cost of this bill will b between $38 and $80 million depending
upon the extent of overhaul and modification performed, and whether
title to the ships is purchased by the recipient éountries. This cost
will be borne entirely by the recipient countries. :

GOLD | INFLOW

"This bill will result in a minimum of $38 million or maximum of $80
million favorable flow of gold depending upon the considerations set
out immediately above. \ ;

! |
BACKGROUND OF SHIP LOAN PROGRAM
The law ‘

Prior to 1951, U.S. naval vessels were transferred to friendly foreign
nations under the provisions of the Mutual Assistance Defense Act of
1949, as amended. TIn 1951, the Congress passed Public Law 82-3

(10 U.S.C. 7307). This law, as c?diﬁe , is as follows:
REsrrIcTiON 0N DIsrosAL. (a) Notwithstanding any other

provision of law, no battleship, aiveraft carrier, cruiser, de-
stroyer, or submarine of the Navy may be sold, transferred,
or otherwise disposed of, unless the Chief of Naval Opera-
tions certifies that it is not essential to the defense of the
United States. ‘ :

(b) Without authority from Congress granted after March
10, 1951, no battleship, aireraft carrier, cruiser, destroyer, or
submarine that has not been stricken from the Naval Vessel
Register under section 7304 of this title, nor any interest of
the United States in such a vessel, may be sold, transferred,
or otherwise disposed of under any law. |

Sinee that time, 17 laws relating to ship transfers have been cnacted
by the Congress. FEleven of these provided authority for new loans
and extensions of existing loans'and the other:six dealt with loan
extensions only. ‘ i

Transfers to date |

These laws have authorized the loan of 94 ships, the transfer of 9
ships, and the sale of 4 ships. Of the 94 ships authorized for loan 72
have actually been loaned; of the 4 ships autharized for sale, 1 has
been sold; al{ of the 9 ships’ transfers have been effected.
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Erxpenditures and receipts fo dute

3

To date, ship loan laws have involved an expenditure of $158,981,000
in the activation, rehabilitation, and outfitting of vessels.
On the other side of the ledger, the United States has received
$41,406,345 from the sale of a submarine to Venezuela and from the
activation, rehabilitation, and outfitting of vessels which have been

paid for by the recipient countries.

TYPICAL COSTS

The cost of activation, overhaul, and rehabilitation of a destroyer
varies between $3.3 and $5.7 million. The higher ficure would be

applicable to a ship which was also modernized.

Similer costs for a submarine are $3.7 million unless there is a
snorkel conversion and fairwater stréamlining in which event the
cost is $5 million. These costs are typical and vary somewhat from
ship to ship. Some of the ships in this bill, however, may have only
austere rehabilitation and in these cases, the cost per ship will be

much less,

Ships on loan to foreign countries contained in this bill as of June 1, 1966

Num-

Country her Hhip Authority Dolivery Expiration
and date date
t¥po

Argentina. .| 2-88 Lamprey, 33-372...... Public Law 86-832, TTAS | July 21,1800 [1July 21,1970
4456 extended Puablic
Law 88-437.
- Macabi, 88-375.______|..... L L Aug. 11,1860 11 Aug, 11,1970
3-DI» | Heermann, DD-§32. __ Pl.‘}gélgc Low 86-532, TIAS | Aug, 7,1901 | Aug. 7, 1966
Dortch, DD-70. _____|...__ Q02 - Ang, 14,1961 | Aug, 14,1000
Stombel, DD-644_____|.._._ L1, M I do__.._... Do.
Brazfl . ___.__ 438 Muskallonge, S8-262.. P%}i)al’ilu %‘Iai‘ﬁv 84-484, TTAS | Jan. 18,1957 | Jan. 18,1067
Paddle, 55-203.._...__ do......

Sandlance, S8-381

Plaice, 88-390_._____[.____ [ S
4-DDr | Guest, DD—72,. Publie Law 86-632, TIAS
4437 extended Public
Law 88-437,
Beunett, DD-473__ . _|.___. A0 e
Cushing, DD-797_____ I‘ub&izc Law 85-532, TIAS
4862,
Hailey, DD-866_______\._.__ Lo
Chilo..ooo..o 2-33 Springer, 88-414____._ Pubéigc Law 85-532, TIAS
4680,
Spot, 85413 ... l’ﬂcligéc Law B6-532, T1AS
2-DD | Wadieigh, DD-689____i_____ A0
1 Rooks, 1DD—804. _ S T
Peru_.___..__ 2-DD | Benham, DD-706 Public Lew 85-632, TIAS

4602 extencded Publie

Law 88 437,

Isherwood, DD-520. .. Pu}{)fl&c Law 85-532, TTAS
4754,

Veneguela ® | .

_____ [T/ T
June 6, 1069
Dee. 15,1950
Jaly 20,1861

_____ do_o._.
Jarn. 23, 1961

Jan. 12,1062

July 26,1062
_____ doo.. ..

Do,
Sopt. 7,1968

D
tJune

1Dee.

July

Jan.
Ja,
July

L Dec.

Oct.

0,
6, 1960

16, 1969
20, 1066

8
23, 1966
12, 1967

26, 1667
G
15, 1670

8, 1906

I Legislation authorized B-yoar extension,
¥ No U.8, ships on loan.
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| :
Detailed costs of proposed legislaiion (no cost:to Uniled States)

[Tt millions}

Nam- Activ:ation Material Overall
Clountry { her Typoe | ormodi- Spares total Training total
fleation !
Argonting .. 3| DD $16, 09 $1.08 $17.07 $0. 21 $17.28
Brazil 4| D) 21, 32 1. 44 . 22,78 .28 23 04
2 10, 86 .72 © 11,38 L4 1152
30, 66 .72 1L 38 L4 11. 52
1 5.00 .25 525 .07 5.32
____________________________ 48,68

i |
VARIATION IN SHIP TLOAN REACTIVATION COSTS

The reactivation/overhaul/modernization costs for the ships pro-
posed for loan to Tatin American countries in HL.R. 7811 is estimated
to vary from a minimum of $38 million to & maximum of $80 million.
The reasons for the variance in cost estimates are many; the most
pertinent being: ! '

Purchase of title ‘

The option to purchase title is given to the Latin Amnerican govern-
ment in the proposed legislution with the prices fixed at not less than
$1 million per ship. The total cost estimates, therefore, could vary
as much as $12 million for H.R.i 7811, :

Condition of hull ; .

The condition of the hull and machinery varies between ships due
to age, time in active service, deterioration in mothballs, etc. Only
after each ship seleeted for loan/sale has been inspected by technical
personnel ean accurate estimates be given for activation and overhanl
costs of the hull and machinery.| 5

Obsolete equipment replacement ,

The length of tirme since the ship was active and the type of equip-
ment installed, such as radars, radios, fire control equipment, ete., will
influence the amount of equipment that must be replaced. Certain
obsolete equipment musit be replaced to insure that spare parts are
available and thus the ship is logistically supportable after activation.

Modernization ‘ ,

Tf the recipient country desires more modern antiaireraft guns such
as 3-inch 50%s, or a snorkle and fairwater streamlining for a submarine,
or more powerful sonar, ete., the total cost will vary greatly. Addi
tionally, recipient countries may desire various alterations to improve
the effectiveness of a vessel. :

Extent of overhaul ! i

There may also be differences in the amount of overhaul work
accomplished in U.3. shipyards. . The capability of recipient countries
to perform limited overhanl work in their own ghipyards would lessen
the amount done in the United States thus deereasing the estimated
costs. '

Spare parts
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Stores

The amount of consumable stores purchased will also change the
total cost to the recipient governments.

To avoid later embarrassment incident to increases in estimated
costs, the figure of $68.68 million was chosen, which is an educated
guess based on the maximum cost estimates for activation/overhaul/
modernization of the ships involved. The total of $68.68 million was

was derived as follows: -
[In millions]
11 destroyoers:
Activation/overhaul/modernization with 3-ineh 50 guns, $5.33 each__ $58. 63
Coneurrent sparo parts, $0.36 cach.__._______ =~ e 3.96
Lraining of ship erows, $0.07 cach

77
Destroyers total. .. .___________________________ 63. 36

1 submarinoe:
Activationfoverhaul/modernization with snorkle and fairwateor gtream-

Hning. ... ___________ R . 5.0

Coneurrent spare parts____. . _JTTTI1TTT"TTT e m e .25

Training of ships orew._____ _Z7 7TTTTTTITTTITT e 07

Subraarine total_____ e 5.382

’ LR, 7811, grand total._..______._____________ 68,68

RESERVE FLEET

Of the types of ships conteraplated for loan or sale in this bill, wo
now have i the reserve {leot 134 destroyers and 9 submarines.

U.B. WORLDWIDE COMMITMENTS

The T.3. worldwide defense commitments have required large allo-
cations of our resources of manpower, equipment, and monoy. It is
our goal to obtain a larger and more equitable allied participation in
and contribution to free-world defense, with a corresponding decrease
in-inequitably high American costs. The proposed ship transfers
support that goal. : . '

hips now eontributing only potential readiness in onr reserve fleet

can be convertod to actual operational naval strength in tho hands of

our allies, These reserve fleet, ships have a U.S. mobilization role;

however, from a strietly military evaluation they are a better assef

o when overhauled and modernized to .an appropriate degree, strategi-

: -eally ﬁ'ispersed throughout the world, and operational in the hands of
our allies,

Validation of need
For each proposed loan or sale, the military requirement lor ships

has been thoroughly validated by the country team, the unified
commander, and the Joint Chiefs of Staff.
Ability to operate ships ' _

1t has been determined that the recipient country has both the
manpower and technical ability to operate the ships efficiently and
effectively, The committec is advised thut g concurrent request
thrclmgh 'c%iplo‘ atic channels for the 10&3 or salfa has assured that t]imre
is also political support for the proposed trans . ter approval by
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the country team, t IéAulr-\:iEfl?cP zgrg%%%ﬁgoggsspe%gggpﬂﬁﬁ proposed
- <hin loan.or sale to insnre that it is in accordance with theater plans.
Subsequently, the other military departments, thé Departments of
Defense and State, anc the Bureau pf the Budget, by their approval,
have given assurance that the proposal fully supports U.S. policy and

objectives. :

Eeonomical and effective R ;

This bill, containing the proposed loan or salo of 11 destroyers and
1 submarine to South American countries, at no c¢ost to the United
States, provides the most economical and effective means by which
the United States can assist these navies to improve their forces.

Replacement of obsolete ships :

The vessels authorized by this bill would enable Latin American
navies to continue replacement of obsolete ships and standardize on
general purpose units suitable and effective for peagetime surveillance
of coastal waters, support of counterinsurgency operations in coastal
areas, and wartime patrol of convoy routes along their coasts. Since
T.S. naval forces are insufficient to allow the U.5. Navy to assume the
ASW role in these aress, the veszels provided under this bill will allow
the Latin American ravies to fill this important role. The annual
United States-South American ASW training exercises (UNITAS
series) have demonstrated the value of standardizinig equipment and
training to improve the collective strength of United States-South
American naval forces. * ;

Law of 1958 : i -

Coneomitant with the ship loans under the 1958 law (Public Law
85-532), South American countries scrapped, laid;up, or inactivated
tonnage far beyond that received in loan. Testimony received by the
committee from the Secretary of the Navy indicates that additional
obsolete ships would be serapped should the Congress approve this
bill. The loan or sale of these ships would thus resylt in a quantitative
reduction in their navies while greatly increasing their efliciency.
The alternative appecrs to be a growing obsolescence of their ships, a
degrading of the Latin American n#val role, and perhaps their turning
to other countries for support. :

Option to purchase :

Tn this bill, the Sovth American countries would have the option”to
purchase the ships. Under that option, the shipd involved would be
stricken from the Navy list, and sold for not less than §1 million each
over and above the costs of activation, overhaul, or modification.
Upon full payment by the recipient, such sales would be final and no
recall of the ships would apply. :

MUTUAT: ADVANTAGES

Internal and external security—The committee was informed that
the ships proposed for loan under this bill will be used by the recipient
countries to dischargs naval responsibilities assured by them in their
arens. These ships will assist the recipient countries maintaining
their own internal security, in protecting their coasts and coastal lines

of communication, and in protecting sea lines of ¢ommunication.

Approved For Release 2003/10/15 : CIA-RDPGTBOO?I-46R0005002é0004-5



NAVAL VESSELS TO FRIENDLY LATIN: AMERICAN COUNTRIES 7
: -RDP67B00446R000500260004-5

Approved For Releasef?%?sﬂgwgél?m %c!rfjl-a\a whity,—The Department of Defense regatds ns
important the achievement of a strong antisubmarine capability in
the areas where these ships would be ﬁmned. Any contribution: by
the recipient countries to offsetting & prospective submarine throat
would enhance the total defense capability of the free world, . To the
extent that recipient countries develop an antisubmarine- capability,

U.3. naval forces will be freed from certain antisubmarine tasks. -

Leadiness and maintenance.—Although the U.S. Navy Reserve fleet
is & source of potential naval strength, this potentiality would become
actual neval strength if all the ships could be adequately manuned,
operated, and maintained in an active status, The cost of such
operation by the United States is prohibitive in peacetime. Operation
and maintenance of the vessels by allies can assist in keeping the
equipment roady for use and in good condition.

Deployment.—Obviously, it is important to have naval forces
propetly positioned to counter an enemy threat. If the allies to whom
the ships are to be loaned have the vessels funetioning at the outbreak
of any hostilitics, time will be saved in the positioning of ships in the
geographical arens where they are to be used.

Lhspersion of our reserve fleet—The US. N avy reserve fleet has
been dispersed as widely s available berthing spaee and reasonable
access to ropair and overhaul facilities for periodic rehabilitation
would permit. The loan of the ships that are the subject of this bill
would tend to reduco undesirable concentration of reserve vessels,

Fatension 3)‘ U.S. influence—The recipients of other loans of U.S.
ships have adopted U.S. Navy doctrines and standards of operation
and maintenance. This result has come about vuder tho personnel
training program carried out before and after transfer of the ships.
During such training, naval personnel of foreign nations have the
opportunity to observe U.S. Navy organizations in sction and to
observe America and Americans during their periods of leave and
liberty. The officers and men who receive this training will provide
the leadership for their navies in the years to come,

RECIPIENT NATIONS

Requests received.~—Since World War II, the United States has
received many requests for ships from foreign countries. These
requrests have been evaluated in forms of the needs of the requesting
countries, mobilization requirements of the United States, world-
wide demands on our resources, and the availability of mutual defense
assistance funds. AR _ 1

Ships proposed for loan under this bill will satisfy some of the more
urgent requests that have been considered. The ships that are pro-
posed for transfer under the bill are part of our mobilization base but
they will be in possession of allies and not lost to the United States.

bility of countries to use—The ability of the countries concerned
to operate these vessels properly has been checked by the country
teams composed of the U.S. ambassador, the chief of the military
assistance advisory group, and the U.S. operations mission in each
country involved. They have demonstrated their ability in operating
with U.8. naval forces in UNTTAS training exercises over the last
5 years.
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! AGREEMENTS WITH FOREIGN COU?NTRIES

Formal agreement

Tt is proposed that, upon enactment of the bill into law, a formal
agreement will be concluded by the State Depariment with the re-
cipient foreign government. Tt will be for a terin of 5 years and if
requested by the recipient government, the loan may be extended for
an additionul 5 yesrs at the dis¢retion of the President. The agree-
ment will stipulate that the ships be used in accordance with the condi-
tions of the mutunl defense sssistance agreement. The recipient
government will have use of all equipment and spare parts on board the
ships at the time of the delivery, but title remains in the United Siates
even though the ships may be placed under the recipient governm ont’s
flag. Possession of the ships will not be relinquished without consent
of the United States, and no claims arising as a result of transfer and
opetation of the ships may be assessed against the United States.

Right to repossess : : _

The United States may repossess these ships at any time if necessi-
tated by its own emergency defense requiremorits. At the expiration
of the loan, the ships will be returned 1 the sgme condition as when
loaned, except for fair wear and tear, but if & ghip is damaged or lost
through enemy action, the recipient country is, exempt from linbility
for such damage o1 loss. | f

FRIENDLY FOREIGN NATIONS

Ultimate respounsibility for determination of a “friendly foreign
nation” is vested in the President by the Foreign Assistance Act of
1961, section 503, which states inter alin: : '

The President is authorized to furnish military assistance
on such terms and conditions as he may fetermine, to any
friendly couniry or international organization, the assisting-
of which the President finds will strengthen the security ol
the United States and promote world peace and which is
otherwise eligible to reccive such assistance, * * *.

Similar authoriry is contained in section 507 regarding military
galos. In this case, the “sule’’!is for goods and services; 1.e., equip-
ment and repairs nsed in activating and overhauling the ghip.

The definition is detailed further within the: act of 1961 in section
506 where certain conditions of eligibility dre prescribed. These
conditions are applied continuously to all countries eligible for both
orant aid and sales by the Departments of State and Defense to insure
that recipients are “friendly” and that such military assistance is in
keoping with military and political objectives of the United States.
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Trr ForkigN AssisTANCE Acr or 1961, 45 AMENDED,
Part IT, Cuarrer 2

"MILITARY ASSISTANCE

SecTIoN 506, Conprrion oF Eniarsiuity.—(a) In addition
to such other provisions as the President may require, no
defonse articles shall be furnished to any country on a grant
basis unless it shall have agroed that—

(1) it will not, without the consent of the President—

(A) permit any use of such articles by anyone not
an officer, employee, or agent of that country,

(B) transfer, or permit any officer, employee, or
agont of that country to transfer such articles by
gift, sale, or othorwise, or

() use or permit the use of such aricles for
purposes other than those for whieh furnished:

(2) it will maintain the security of such articles, and
will provide substantially the same degree of security
protection afforded to such articles by the United
States Government;

(3) it will, as the President may reqnire, permit con-
tinuous observation and review by, and furnish necessary
information to, representatives of the United States
Government with regard to the use of such articles; and

(4) unless the President consents to other disposition,
it will return to the United States Government for such
use or disposition as the President considers in the best
interests of the United States, such articles which are no
longer needed for the purposes for which furnished.

* ® ] ® £ *

SperoNn 507, Sates.—(a) The President may furnish
defense articles from the stocks of the Department of Defense
and defense servicos to any friendly country or international
or%'nnization, without reimbursement from funds made avail-
able for use under this part, if such country or international
organization agrees to pay not less than the value thereof in
United States dollars. Paymeoent shall be made in advance
or, as determined by the President to be in the best interests
of the United States, within a reasonable period not to exceed
three years after the delivery of the defense articles, or the
provision. of the defense servicos. TFor the purposes of this
subsection, the value of excess defense articﬁes ghall be not
less than (1) the value specified in section 644(m)(1) plus
the scrap value, or (2) the market value, if ascertainable,
whichever is the greater. : '

(b) The President may, without requirement for charge to
any appropriation or .contract authorization otherwise
provided, enter into contracts for the procurement of defense
“articles or defense services for sale to any friendly country
or international organization if such country or international
organization provides the United States Government with
a dependable undertaking (1) to pay the full amount of such
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contract which will assure the United States Government
against any loss on the contract, and (2) to make funds
available in sich amounts and at such times as may be
required to meet the payments required by the contract,
and any damages and costs that may acerue from the can-
cellation of such contract, in advance of tHe time such pay-
ments, damagoes, or costs are due. No sales of unclassified
defense articles shall be made to the government of any
economically developed nation under the provisions of this
subsection unless such articles are not generally available
for purchase by such nations from commiereinl sources in
the United States: Provided, however, That the Sccretary
of Defense may waive the provisions of this sentence when he
determines that, the waiver of such provisionsis in the national
interest. |
FISCAL DATA

This bill will not involve the expenditure of any Federal funds for
the activation, overhaul, and modification of these ships,

It is estimated that costs of the proposed salés or loans covered in
the draft bill will vary from a minimum of $38 rhillion to a maximum ‘
of $80 million, dependent upon the extent of overhaul and medification
desired, and whether title to the ships is purchased by the recipient
countries. The costs for activation and rehabilitation of the vessels
will be charged to funds provided by the recipient government under
the reimbursable provisions of the Foreien Assistance Act of 1961, as
amended, or successor legislation. All future costs of maintenance
and overhaul will be paid by the recipient goyernment.

DEPARTMENTAL DATA

This bill is a part of the Department of Defense legislative program
for the 89th Congress. The Bureau of the Budget has no objection
to this legislation. Below is set out a lettor dated April 27, 1965,
from Secretary of the Navy Paul H. Nitze which is made a part of
this report. i '

DerartMENT OF THE Navy,
OFFicE OF THE SECRETARY,
Washington, DIC., April 27, 1965,
Hon. Jonn W. McCormack, ‘
Speaker of the House of Representatives, Washington, D.C.

My Drar Mg. Seeaxer: There is forwarded herewith a draft of
proposed legislation to authorize the sale or loan of naval vessels to
friendly Latin American countries, and for other purposes.

This proposal is a part of the Department of Defense legislative
program for the 89th Congress, and it is related to the mutual defense
and development program. The Burcau of the Budget advises that,
from the standpoint of the administration’s program, there is no
objection to the presentation of this proposal for tﬁg consideration of
the Congress. The Department of the Navy has heen designated as
the representative of the Departiment of Defense for this legislation.
Tt is recommended that this proposal be enacted by the Congress,
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The proposed legislation would authorize tho sale or loan of 12
vessels of the. destroyer and submarine categories of the reserve fleet
to cortain friendly Latin American ‘countries. This authority is -
requested to enable the Latin American navies to continue replace-
ment of ‘obsolete ships and standardization on general-purpose units
suitable and effective for peacetime surveillance of coastal waters,
support of counterinsurgency operations in constal areas, and wartime
patrol of convoy routes along their coasts. The annual U.8.-South
Americar. ASW training exorcises (UNTTAS VI is scheduled for fall
1965) have demonstrated the value of standardizing equipment and
training to improve the collective strength of U.S.-South American
naval forces. _

The following factors were considered before the sales or loans were
proposed. TFirst, it was determined that the transfer of ships for the
specific intended uses of this legislation would not adversely affect
tﬁe U.S. Navy’s military capability and iz in keeping with U.5.

national policy. The proposals were then examined in relation to the
naval tasks which the nations will be performing under their bilateral
and multilateral agreements. Finally, an appraisal was mado of the
countrios’ demonstrated will to provide for their own defense and
available manpower in conjunetion with their capability to operate
the ships, and the countries’ economies. 'These factors have been
weighed n the field by the U.S. Ambassador and thoe chiel of the
military assistance advisory group in cach country, by the Commander
in Chief, Southern Command, and by the Departments of Defense
and State. At each of the levels it was determined that it is to our
advantage to initiate the sales or loans as they are the most economical
and effective means by which the United Statos can assist these navies
to meet their force improvement program. :

COST AND BUDGET DATA

It is ostimated that costs of the proposed sales or loans covered in
the draft bill will vary from a minimum of $38 million to a maximum
of 880 million, dependent upon the extent of overhaul and modifica-
tion dosired, and whethor title to the ships is purchased by the re-
cipient countries. The costs for activation and rehabilitation of the
vessels will be eharged to funds provided by the recipient government
under the reimbursable provisions of the Foreign Assistance Act ol
1961, as amended, or successor legislation. All future costs of
maintenance and overhaul will be paid by the recipient government.

Sincerely yours, :
’ o - Pavrn I NrrZE,
Seeretary of the Navy.
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A BILL To authorize the sale or loan of naval vegsels to friendly Latin
American eountries, and for other purposes

Be it enacted by the Senate and House of Representatives of
the United States of America in Congress asgem led, That not-
withstanding section 72307 of title 10, United States Code,
or any other law, the President may sell or lend, at his
discretion, to ‘riendly foreign nations of Latin America from
the Reserve Fleet, on such terms and conditions as he deems
appropriate, destroyers and submarines as follows: _

(1) Argentina, three destroyers, (2) Brazil, four destroyers,
(3) Chile, two destroyers, (4) Peru, two destroyers, (5)
Venezuels, one submarine. E

Sec. 2. All expenses involved in the activation, rehabili-
tation, and oathitting (including repairs, : alterations, and
logistic support) of vessels transferred under this Act shall
be charged to funds rovided by the recipient government
under the reimbursabfe provisions of the Foreign Assistance
Act of 1961, as amended, or successor logislation.

Smc. 3. Notwithstanding sections 7804 and 7305 of title
110, Untted States Code, should the President determine that
the vessel or vessels shall be old to the recipient government,
said vessel or vessels shall be stricken from the Naval Vessel
Register. The vessel or vessels shall be sold at not less
than one wmillion dollars each over and ahove any cost of
activation, overhaul, or modification. All sples will be made
bursuant to the Foreign Assistance Act of 1961, as amended,
or successor legislation. .} ;

Src. 4. AN loans executéd under this Act shall be [or
periods not exceeding five ears, but the Dresident may in
his discretion extend such oans for an additional period of
not more than five years, They shall be made on the
condition that shey may be terminated at an earlier date if
gecessitated by the delense requirements: of the United
States. | i

Sec. 5. No sale or loan m:ﬂy be made under this Act unless
the Secretary of Defense, after consultation with the Joint
Chiefs of Staff, determines that such sale ar loan is in the
best interest of the United States. The Secretary of Defense
shall keep the Congress currehtly advised of all sales or loans
made under authority of this Aet.

Swuc. 6. The President may promulgate such rules and
regulations as he deems necessary to carry out the provisions
of this Aect.

SEC. 7. The authority of the President to sell or lend naval
vessels under this Act terminates on December 31, 1967.
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CHANGES IN EXISTING LAW

In compliance with clause 3 of rule XIIT of the Rules of the House of Representatives, there is herewith printed
in parallel columns the text of provisions of existing law which would be repealed or amended by the various provisions

of the bill as reported:
BXISTING LAW

(10 U.8.C. ch. 633, Naval Vessels}

* * % * *

SEc. 7307. RESTRICTION ON bPIsposaLl. (a) Notwith-
standing any other provision of law, no battleship, air-
craft carrier, eruiger, destroyer, or submarine of the Navy
may be sold, transferred, or otherwise disposed of, unless
the Chief of Naval Operations certifies that it is not essen-
tial to the defense of the United States.

(b) Without authority from Congress granted after
AMarch 10, 1951, no baitleship, aireraft carrier, cruiser,
destroyer, or submarine that has not been stricken from
the Naval Vessel Register under section 7304 of this title,
nor any interest of the United States in such a vessel, may
be sold, transferred, or otherwise disposed of under any

law.
% * * % *

THE BILL AS REPORTED

That notwithstanding section 7307 of title 10, United
States Code, or any other law, the President may sell or
lend, at his diseretion, to friendly foreign nations of Latin
America from the reserve fleet, on such terms and condi-
tions as he deems appropriate, destroyers and submarines
as follows:

(1) Argentina, three destroyers, (2) Brazil, four de-
stroyers, (3) Chile, two destroyers, (4) Pern, two destroy-
ers, (3) Venezuela, one submarine.

Src. 2. All expenses involved in the activation, reha-
bilitation, and outfitting (including repairs, .alterations,
and logistic support) of vessels transferred under this Act
shall be charged to funds provided by therecipient govern-
ment under the reimbursable provisions of the Foreign
Assistance Act of 1961, as amended, or successor legisla-
tion.
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EXISTING LAW

THE BILL AS REPORTED

Sec. 3. Notwithstanding sections 7304 and 7305 of
title 10, United States Code, should the President deter-
mine that the vessel or vessels shall be sold to the recipient
government, said vessel or vessels shall be stricken from the
Naval Vessel Register. The vessel or vessels shall be sold
at not less than $1,000,000 each over and above any cost
of activation, overbaul, or modification. All sales will be
made pursuant to the Foreign Assistance Aet of 1961, as
awended, or suscessor legisiation,

Sec. 4. All loans executed under this Aet shall be for
periods not exceeding five years, but the President may in
his discretion extend such loans for an additional period of
not more than five years. They shall be made on the con-
dition that they may be terminated at an earlier daie if

- necessitated by the defense requirements of the United

States.

Src. 5. No sale or loan may be made under this Act
unless the Secretary of Defense, after consultation with the
Joint Chiefs of Staff, determines that such sale or loan is in
the best interests of the United States. The Secretary of
Defense shall keep the Congress currently advised of all

- sales or Joans made under authority of this Act.

Stc. 6. The President may promulgate such rules and
regulations as he deems necessary to carry out the pro-
visions of this Act.

Skc, 7. The authority of the President to sell or lend
naval vessels under this Act terminates on December 31,
1967. ’
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